ABSTRACT Drawing on secondary data, we examine the transposition of the Accounting Directive 2013 into UK GAAP with a specific focus on references to IFRS. The process involved consultation and regulatory impact assessment on the options in the Accounting Directive and proposed changes to accounting standards for non-publicly accountable entities. This led to an IFRS-based approach from 2016 with three tiers: EU-adopted IFRS for group listed companies and other publicly accountable entities, an adaptation of IFRS for SMEs for non-publicly accountable entities, and a simplified version for micro-entities incorporating the requirements of the Accounting Directive. This outcome is not surprising since the UK was one of the founding members of the original International Accounting Standards Committee and a strong proponent of little GAAP. Indeed, the UK's former Financial Reporting Standard for Smaller Entities provided a model for the IFRS for SMEs. In the past, there were few references to IFRS by the UK's enforcement and interpretation bodies. Today, guidance is taken from IFRS Interpretations Committee. We contribute to the literature by describing the main processes involved in implementing the Accounting Directive and the move to an IFRS-based approach in UK GAAP. Our analysis should be of interest to researchers and policymakers alike.
Introduction
The purpose of our study is to provide an overview of the role and current status of IFRS in the regulatory framework for financial reporting in the UK as a result of the implementation of the Accounting Directive (2013/34/EU) in 2013. This updates and consolidates previous Directives for statutory annual accounts and reports into a single Accounting Directive that applies to all members of the European Union (EU). The context for the study is that, EU-adopted IFRS have been required for the consolidated financial statements of all European companies whose debt or equity securities trade in a regulated market since 2005. However, the European Commission's Impact Assessment concluded that introducing the IFRS for SMES (first issued in 2009) a response to the consultation was published (BIS, 2015a) followed by an impact assessment of the changes (BIS, 2015b) .
The Companies, Partnerships and Groups (Accounts and Reports) Regulations 2015 (SI 2015/ 980) came into force on 6 April 2015 and is applicable for financial years commencing on or after 1 January 2016.
2 According to Deloitte (2015, p. 2) , the main changes to UK legal requirements for accounts and audit were the following:
. the option to file full disclosures of related undertakings, such as subsidiaries and other significant investments, in the annual return was abolished for accounts approved by directors on or after 1 July 2015, and all required disclosures must now be in the accounts; . disclosures for large and medium-sized companies about their subsidiaries and other significant investments are expanded to include the address of the registered office of all such entities, whether inside or outside the UK (small companies are exempt from any such disclosure); . auditors have new reporting responsibilities in relation to the directors' report and strategic report; . the maximum useful life of goodwill and intangible assets in exceptional cases, where no reliable estimate of life is possible, is set at ten years; . small company accounting size limits are raised substantially. The new limits also apply to audit exemption (although early adoption is not permitted for this purpose); . the scope of small company exemptions is widened, meaning that some companies that were previously ineligible will become entitled to exemptions; . small company accounts disclosure requirements are simplified significantly; . abbreviated accounts are abolished, although small companies will be able to prepare 'abridged' accounts 3 for shareholders and for filing at Companies House.
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Although most of the above changes relate to filing and disclosure requirements, it was necessary to amend the UK and Republic of Ireland accounting standards to ensure continued consistency between company law and the financial reporting framework. The FRC used this opportunity to reconsider the most appropriate way that accounting standards could support the new micro-entities regime (FRC, 2015) . All previous national accounting standards were withdrawn, and since 1 January 2016, UK accounting standards have been based on EU-adopted IFRS or adapted from the IFRS for SMEs:
. FRS 100, Application of Financial Reporting Requirements (2012) determines which reporting framework applies to which entities. simplifications, which are discussed in Section 7 of this paper. Micro-entities need only provide the minimum disclosures required by law. It is important to emphasise that reporting entities can choose a higher level if they wish. Table 1 summarises the effects of incorporating EU Directives in UK company law and the influence of IFRS since 1998. Figure 1 provides an overview of the new UK GAAP.
There are a number of advantages to the UK's tiered approach (Collis, Holt, & Hussey, 2017) . The main advantage is that the burden of compliance is reduced by applying the principle of proportionality. In addition, the IFRS-based approach throughout the tiers should aid transition for entities moving between categories. Entities in the lower tiers can use the regime for a higher tier if they wish (for example, if they are close to the threshold or planning an IPO). As all three tiers are IFRS-based, the approach also provides a high level of consistency for preparers, auditors, and users. However, one disadvantage is that international comparability is slightly impaired in respect of entities using FRS 102 and FRS 105. Since 2004, the UK has contributed to EU harmonisation by adopting the EU maximum thresholds to determine the size of private companies in CA 2006, including the raised thresholds in the Accounting Directive 2013. From 1 January 2016, unless the entity is excluded for reasons of public interest, 5 it will generally qualify for a particular size category in the UK if it meets two or more of three criteria shown in Table 2 its first year. In a subsequent financial year, the entity must qualify or satisfy the size tests in that year and the preceding year.
References to IFRS in UK Legislators' Remarks to Draft Bill
Although UK accounting standards are now based on EU-adopted IFRS or adaptations of the IFRS for SMEs, there is no reference to any specific IFRS in The Companies, Partnerships and Groups (Accounts and Reports) Regulations 2015 (SI 2015/980).
Accounting and auditing standards provide detailed guidance to preparers, auditors, and users of the financial statements, but the general requirements for accounting and auditing stem from company law. The true and fair principle is an overriding requirement of UK and EU law. Section 393 of CA 2006 requires that the directors of a company must not approve accounts unless they are satisfied they give a true and fair view of the assets, liabilities, financial position, and profit or loss of the entity.
In the vast majority of cases a true and fair view will be achieved by compliance with accounting standards and by additional disclosure to fully explain an issue. However, where compliance with an accounting standard would result in accounts being so misleading that they would conflict with the objectives of financial statements, the standard should be overridden. (FRC, 2014, p. 1) 
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Disagreement with a particular standard does not provide grounds for departure. 'Almost all true and fair overrides in the past were of law rather than of a standard' (FRC, 2011, p. 3). The micro-entities regime under FRS 105 requires very limited disclosure. Nevertheless, micro-entity accounts that comply with the minimal legal requirements are presumed to give a true and fair view, and there is no requirement for directors to consider what additional information may be needed in order for the accounts to give a true and fair view (FRC, 2015) .
References to IFRS by Enforcement and Interpretation Bodies
In addition to its standard-setting responsibilities, the FRC is the independent disciplinary body for the accountancy and actuarial professions. It is also the competent authority for audit in the UK under new legislation which came into force following the EU Audit Regulation and Directive. The FRC's Conduct Committee has oversight over the operation of the disciplinary arrangements and is supported by the Monitoring and the Case Management committees together with the Financial Reporting Review Panel and Tribunals. The responsibilities of the Conduct Committee include investigating cases that raise or appear to raise important issues affecting the public interest in the UK, and bringing disciplinary proceedings against those whose conduct appears to have fallen short of the standard reasonably expected of individual or firm members of the relevant professional body. All other cases of potential misconduct continue to be dealt with by the professional bodies.
A disciplinary investigation can be started in two ways. The professional bodies can refer cases to the FRC or the FRC may decide to investigate a matter of its own accord. There are 12 disciplinary tribunal reports on the FRC website.
6 Four of them (Cattles, Emerging Business Trust, iSoft, and Torex) have some connection to accounting standards. However, the issues were not about whether a particular treatment was appropriate, but about whether sufficient evidence had been gathered by the auditor and/or whether the measurements and/or disclosures were fraudulent. Only one case (Cattles) mentions IFRS. It is not surprising that FRC tribunals rarely mention IFRS because they are more concerned with fraud and unprofessional conduct.
Another way in which IFRS could influence UK accounting standards is through the work of the former Urgent Issues Task Force (UITF), which attempted to resolve reporting issues arising from the divergent interpretations of accounting standards. UITF consensuses were published in the form of Abstracts, with the first being issued in 1991. UITF Abstracts 1-38 were issued prior to 2005 and Abstracts 39 -48 were issued during the period 2005-2012. Compliance with UITF Abstracts was deemed necessary (other than in exceptional circumstances) in accounts that claim to give a true and fair view. The extent to which UITF Abstracts referred to IFRS is summarised in Table 3 .
There are two key aspects to the analysis in Table 3 . First, 17 of the UITF Abstracts refer to IFRS or are associated with the IFRS Interpretations Committee. These include six Abstracts that were issued prior to 2005 (the date when IFRS became compulsory for UK listed companies). Second, three of the early Abstracts refer to US standards with no reference to IFRS. The table indicates that the UK's UITF was at the cutting edge of reporting issues: often outward looking and taking guidance from good practice elsewhere.
In 2012, the UITF was disbanded as a result of FRC reforms. Since then, guidance on widespread accounting issues that have arisen from IFRS has been provided by the IFRS Interpretations Committee (IFRIC). IFRIC interpretations are subject to approval by the International Accounting Standards Board (IASB) and have the same authority as a standard issued by the IASB.
Stakeholders' Positions on IFRS
Following the final consultation on UK Implementation of the EU Accounting Directive (BIS, 2014), 33 comment letters or emails were received (see https://www.gov.uk/government/ consultations/eu-accounting-directive-smaller-companies-reporting). In addition to written comments, the policy was informed by discussions with an expert working group comprising senior representatives from the accountancy and audit sector. There is only one paragraph in the government's response to the consultation (BIS, 2015a) that mentions IFRS. As the following extract shows, it relates to the formats for the financial statements.
Amongst those who expressed an opinion there was strong majority support for increased flexibility in the customisation of the profit and loss account and balance sheet. However, some expressed reservations saying that departures from the specific formats should be delegated to the Financial Reporting Council to approve to control diversity. There was also concern about whether this option would fully permit the use of IFRS formats. To quote one respondent, "We consider that the Government should work towards a solution that allows companies applying FRS 101 to prepare accounts with the same formats as used under EU-adopted IFRS in order to alleviate potential incomparability. The status quo is currently unsatisfactory as format and measurement changes are required from EU-adopted IFRS used for group reporting to the UK GAAP compatible Companies Act formats and measurements when presenting single entity financial statements under FRS 101". Another respondent stressed the importance of making comparisons between different sets of accounts. (BIS, 2015a, p. 21) The policy addressed this concern by allowing the use of alternative layouts for the profit and loss account and the balance sheet, 'provided that the information given is at least equivalent to the information otherwise required by the standard formats' (BIS, 2015a, p. 5).
Differences Between IFRS and UK Accounting Standards
Group entities with a listing on the London Stock Exchange have been required to prepare their consolidated accounts using EU-adopted IFRS since 2005, and these IFRS are permitted for . Added an option to Section 17 to revalue property, plant and equipment and, similarly, to Section 18 to revalue certain intangible assets. . Added an option to Section 18 to capitalise development costs when specified criteria are met. . Changed the presumption in Section 18 of a ten-year useful life for amortisable intangible assets, including goodwill, when a reliable estimate cannot be made to amortisation over not more than five years. . Added an option in Section to capitalise borrowing costs on qualifying assets. . Require merger accounting (pooling) for combinations of entities under common control. . Non-cash distributions to owners do not have to be measured at fair value. . Added an accrual accounting option for government grants. . Require a timing difference approach to deferred income taxes, rather than a temporary difference approach. . Permit the historical cost model for all biological assets. . Made numerous other changes to permit accounting treatments that exist in FRS at the transition date that align with IFRS Standard as adopted by the EU. Table 4 summarises the main differences between old UK GAAP and FRS 102 as amended in 2015, and between EU-adopted IFRS (the highest of the three tiers of UK GAAP) and FRS 102 as amended in 2015. Table 5 summarises the main differences between FRS 102 and FRS 105 (the lowest of the three tiers in UK GAAP).
Conclusions
Drawing on secondary data, we have examined the main processes and procedures involved in the transposition of the Accounting Directive 2013 in UK GAAP with a specific focus on references to IFRS. The challenge faced by policymakers in the UK has been how best to implement the Accounting Directive and reduce regulatory burdens whilst maintaining confidence in the integrity of the UK's established financial reporting frameworks. A number of national consultations were conducted on the options in the Accounting Directive and the proposed changes to UK accounting standards applicable to non-publicly accountable entities, followed by regulatory impact assessment. This led to an IFRS-based approach in the UK from 2016 with three tiers: EU-adopted IFRS for group listed companies and other publicly accountable entities (with Accounting in Europe 245 FRS 101 offering reduced disclosure for subsidiaries of group listed companies); an adaptation of the IFRS for SMEs for non-publicly accountable entities (FRS 102); and a simplified version of FRS 102 for micro-entities incorporating the requirements of the Accounting Directive (FRS 105) . Entities are at liberty to choose a higher tier if they wish.
In the past, there were few references to IFRS by the UK's former enforcement and interpretation bodies. However, it is of interest that the former UITF was influenced by IFRS even before 2005, and there is also evidence of the influence of US standards. Today, the UK takes guidance from IFRIC on widespread accounting issues arising from IFRS.
It is no surprise that the UK has adopted an IFRS-based approach, as the UK was one of the founding members of the International Accounting Standards Committee (IASC), which was established in London in 1973 through an agreement made by professional accountancy bodies from Australia, Canada, France, Germany, Japan, Mexico, the Netherlands, the UK and Ireland, and the USA. The UK continued its involvement when the IASC was replaced by the IASB in 2001, which was set up with an independent oversight organisation now known as the IFRS Foundation. The UK has also been a strong proponent of little GAAP, as evidenced by the adoption of the maxima EU size thresholds since 2004 and the development of the Financial Reporting Standard for Smaller Entities (FRSSE), which was in use from 1998 to 2015. The FRSSE provided a model for the IASB when designing the IFRS for SMEs in 2009 and both have contributed to FRS 102 and FRS 105 in the UK.
